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The New 


The Firm welcomes into the part- 
nership Messrs. Norman A. Bolz 
(Detroit), Harold C. Chinlund 
(Baltimore), Clifford J. Code 
(Detroit), John J. Fox (Detroit), 
John C. Padgett (Cleveland), 
Charles A. Pearson (Los Angeles) 


Norman 


Norman A. Bolz was born in 
Detroit, Michigan, on June 12, 1920. 
He was educated in the public 
schools of Detroit and received his 
Bachelor of Science degree in Busi- 
ness Administration from Wayne 
University in 1942, and studied at 
the Detroit College of Law. At the 
University he became a member of 
Alpha Kappa Psi fraternity and 
was elected to Beta Gamma. 

Shortly after graduation from 
college, in September, 1942 he joined 
the staff of our Detroit office and, 
except for military leave of 
absence, has since then been a mem- 
ber of this organization. During 
World War II Mr. Bolz was in the 
United States Army from Novem- 
ber, 1942 until January, 1946 and 


Harold C. 


Harold C. Chinlund was born in 
Chicago, Illinois, in 1911 and gradu- 
ated from Dartmouth College in 
1932. After some experience with 
another public accounting firm, he 
joined the staff of our New York 





Partners 


and Herman Stuetzer, Jr. (Boston). 
It is always a pleasure to add to the 
Firm those who, through the high 
quality of their service to our clients, 
have demonstrated their fitness for 
greater responsibilities. 

ALVIN R. JENNINGS 


A. Bolz 


served in the Dutch East Indies and 
the Philippines. While on the De- 
troit office staff, he was an instruc- 
tor in auditing for two years in 
evening classes at the Wayne Uni- 
versity School of Business Adminis- 
tration. 

He became a certified public ac- 
countant of Michigan in 1948, and 
holds memberships in the American 
Institute of Accountants, Michigan 
Association of Certified Public Ac- 
countants, National Association of 
Cost Accountants, and the junior 
executive group of The Economic 
Club of Detroit. 

Mr. Bolz is married and has three 
children, two sons and a daughter. 
The family resides in Redford 
Township, a suburb of Detroit. 


Chinlund 


office in October, 1939. From Feb- 
ruary, 1943 to January, 1946, he 
served in the armed forces and, 
upon release, joined the staff of the 
Baltimore office, where he has re- 
mained since that time. 
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He is a certified public accountant 
in the States of Maryland and New 
York. He is a member of the 
American Institute of Accountants 
and the New York State Society of 
Certified Public Accountants, and 
is currently serving on the Board of 
Directors of the Maryland Asso- 
ciation of Certified Public Account- 
ants. He is also a member of the 


National Association of Cost Ac- 
countants and the American 
Accounting Association. His civic 
activities include membership on 
the Board of Managers of the 
Metropolitan Community Branch of 
the Y. M. C. A. and service with the 
Joint Red Cross-Red Feather Appeal. 
Mr. Chinlund is married and has 
two children, a girl and a boy. 


Clifford J. Code 


Clifford J. Code was born in 
Minneapolis, Minnesota, in 1917 and 
attended public schools in Minne- 
sota and Michigan. After six years 
with a large rubber company, he 
joined our Detroit office in August, 
1942. Mr. Code attended Walsh 
Institute of Accountancy and 


graduated in 1944. 

He is a certified public accountant 
of Michigan, and a member of the 
American Institute of Accountants 
and the Michigan Association of 
Certified Public Accountants. 

Mr. Code is married and has one 
daughter. His hobby is golf. 


John J. Fox 


John J. Fox was born in Flint, 
Michigan, on December 25, 1918. 
He received his early education in 
the schools of Detroit and was 
graduated from the University of 
Detroit in 1940 with a B.S. degree 
and in 1952 with an M.B.A. degree. 
He joined the staff of our Detroit 
office in 1942. After an initial 
period on the audit staff, his asso- 
ciation with our firm continued as 
head of the Management Account- 
ing Department at the Detroit office. 

During World War II, Mr. Fox 
served in the Supply Corps of the 
United States Navy for four years, 
attaining the rank of Lieutenant, 
after having seen duty in the 


Marshall Islands and other Pacific 
bases. 

Mr. Fox is a certified public 
accountant in the State of Michi- 
gan and is a member of the 
American Institute of Accountants, 
Michigan Association of Certified 
Public Accountants, National Asso- 
ciation of Cost Accountants, Sys- 
tems and Procedures Association of 
America and the American Manage- 
ment Association. He has served as 
an instructor in auditing at Walsh 
Institute of Accountancy and has 
written several articles on account- 
ing subjects. 

Mr. Fox is married and has two 
daughters. 
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John C. Padgett 


John C. Padgett was born in 
Lexington, Kentucky, on December 
1, 1914, but received his grade and 
high school education in the schools 
of Detroit, Michigan. He graduated 
from Michigan State Normal Col- 
lege in 1936 with an A.B. Degree, 
and subsequently attended the Uni- 
versity of Michigan and Wayne 
University, where he took graduate 
courses in accounting and business 
administration. 

Mr. Padgett joined our Detroit 
office staff in November, 1941, and 
was transferred to our Cleveland 


office on October 1 of this year. 

He isa certified public accountant 
in Michigan and a member of the 
Michigan Association of Certified 
Public Accountants, having served 
on various of its committees. He is 
also a member of the American 
Institute of Accountants, the 
National Association of Cost 
Accountants and the Institute of 
Internal Auditors. , 

Mr. Padgett is married and now 
resides in Shaker Heights, Ohio, 
with his wife and two children, a 
boy and'a girl. 


Charles A. Pearson 


Charles A. Pearson was born 
October 4, 1904 in Bellaire, Ohio. 
After spending a year at Ohio State 
University, he continued his edu- 
cation at the University of Pitts- 
burgh, and later attended Loyola 
University School of Law in Los 
Angeles. He joined the staff of the 
Los Angeles office in 1942 and has 
been in charge of the tax activities 
at such office since 1951. 

He is a certified public account- 
ant of California, a member of the 
American Institute of Accountants, 


The California Society of Certified 
Public Accountants, and the 
National Association of Cost 
Accountants. 

Mr. Pearson has written numer- 
ous articles on tax subjects and 
has been a regular contributor to 
Montgomery's Federal Taxes. 

His home is Arcadia, California, 
where he lives with his wife Shirley 
(his principal asset), a scotch terrier 
(an insured hazard) and a supply of 
stogies (reputedly in violation of 
local smog control ordinances). 


Herman Stuetzer, Jr. 


Herman Stuetzer, Jr. was born 
in 1910 in Brooklyn, New York, 
and attended the public grade and 
high schools in Port Washington, 


New York. Thereafter he studied 
at Cornell University, receiving the 
A.B. degree and the LL.B. degree. 
(Continued on page 16) 
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Today’s Costing Methods and Their Objectives* 


By LAMBERT H. SPRONCK 
(San Francisco Office) 


Management Planning 


The objective of today’s costing 
methods can be expressed very 
simply: Make them fit into the 
management plan of your company. 
The most encouraging advance- 
ment in cost accounting in the last 
ten years is, I believe, that it is no 
longer considered as an end in 
itself, but, instead, is an important 
segment in management planning 
and control. 

Management of modern business 
has continuously become more com- 
plex and challenging. A major 
problem in recent years has been to 
match the increase in the costs of 
wages, salaries, materials and other 
operating expenses with compa- 
rable increases in sales prices. In- 
dustrialists and businessmen facing 
this problem have sought to use 
every tool of modern management 
available to improve profits from 
operations. 

The use of such tools as coordi- 
nated short- and long-term plans 
has become evident in an increasing 
number of companies in every field. 
Their executives have learned how 
successful results can be achieved 





* Based on a talk before The Western 
Regional Cost Conference, National Associ- 
ation of Cost Accountants, in San Francisco 
on December 2, 1955. 


through planning; planning for a 
coming year by studying the spe- 
cific manpower, materials, and other 
costs and expenses necessary to 
achieve attainable goals; and ex- 
tending such planning over a longer 
term, giving careful consideration 
to the economy and outlook for the 
regions in which their businesses 
are conducted. Methods of esti- 
mating revenues, costs, and ex- 
penses have been simplified. Means 
of preparing annual budgets and 
reports of performance have been 
developed for virtually every kind 
of business. The benefits of such 
planning have far outweighed the 
relatively low costs involved in their 
preparation. 


Although a budget may not be 
an absolute necessity, a manage- 
ment which operates without one 
is at a definite disadvantage. Where 
budgets are in use, key employees 
are usually more cost conscious and 
better informed. They have a 
share in planning, and exercise a 
greater degree of control over opera- 
tions. They can make and alter 
plans with greater facility, and have 
available the source data to discover 
and promptly analyze deviations 
from plans. A management which 
has available detailed estimates of 
future results for current analysis 
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and review is in a position to do a_ essary to make up the month-end 


better management job. 


Stability 


Integrating cost accounting with 
budgeting and with procurement 
and personal planning has given 
stature to the cost accountant. He 
has been able to relax his efforts to 
prove the need for cost accounting. 
There was a time when the cost 
accountant felt that he had to 
convince management that pricing 
policy should be based on costs. 
While it is a basic economic prin- 
ciple that in the long run cost 
factors cannot be ignored in pricing 
policies, nevertheless, informed cost 
accountants recognize today more 
than some years back that costs 
serve only as a guide and not asa 
rule. Competition and only compe- 
tition sets the day-to-day price. 
In many companies some product 
lines are sold at a lower markup 
than others merely because of the 
competitor’s price, and we vindi- 
cate this policy by the old saying 
that ringing the cash register pays 
for the overhead. 

Today the cost accountant spends 
more time making the costing 
method fit into the budget plan and 
less time in allocating, prorating, 
and redistributing overhead ex- 
penses. 


Simplicity 
There is a definite trend in today’s 


costing methods toward simplicity. 
Cost bookkeeping procedures nec- 





statements have been simplified in 
many instances by avoiding the 
endless pricing and extension of 
innumerable items produced and 
shipped. For example, a can manu- 
facturer will consolidate his unit 
standard costs in such a way that 
a single ‘‘all-label” can standard is 
used for all of the many customer 
brands using the same type can, 
instead of using hundreds of cus- 
tomer label can standards for pric- 
ing and extending finished products 
and cost of goods sold. 


Electronics 


A word or two may be mentioned 
about electronic data processing in 
connection with simplification in 
cost accounting. The application 
of electronics in accounting has 
induced companies to go a long way 
in achieving standardization of 
accounting procedures simply be- 
cause electronic machines work most 
efficiently when they have a lot of 
work to do in one or more fixed 
ways. It is desirable to eliminate 
every possible exception or special 
handling of accounting transactions. 
On the other hand, because elec- 
tronic calculators can handle so 
many figures so fast, it is possible 
to lose sight of the necessity of 
eliminating details and unnecessary 
paper work. What is sometimes 
forgotten is that the original proc- 
essing of paper work before feeding 
it into the machines is the costliest 
element in accounting in terms of 
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clerical costs of typing, classifying 
and checking. The answer is, 
I believe, to clean house of un- 
necessary paper work and detailed 
reports which are seldom read, be- 
fore starting an electronics program. 
It is still less expensive in many 
instances to make a thorough an- 
alysis of costs, once a year, by hand, 
than it is to make the same an- 
alysis 12 times a year on a high- 
speed electronic calculator. 


Cost ACCOUNTING 


New Developments in Costing 
Methods 


In the first few years after World 
War II, many companies directed 
attention to evaluating their cost 
systems to see if they fitted the 
needs of their postwar operations. 
I can remember citing at that time 
three objectives of a cost system: 
1. As a guide in setting selling prices. 

2. To improve management control. 
3. To account for inventories and cost of 
sales in determining net income. 

I suppose that practically every 
work on cost accounting para- 
phrases these three objectives to 
some extent. Now there is a fourth 
objective of cost accounting— 
namely, Planning. 

I have already discussed the in- 
tegration of cost accounting in 
management planning. It is the 


general trend today. On the other 
hand, I have had some difficulty 
in identifying new improvements in 
cost accounting techniques in the 


last decade. Possibly our pre- 
occupation with advances in office 
machines and electronics in account- 
ing has left little time for develop- 
ment of new costing methods. 
There are, nevertheless, a few 
trends or newly developed areas 
which I believe are worthy of 
mention. 

First, there is a definite trend 
toward providing that factory cost 
records and accounts agree with 
the general books of accounts. In 
the postwar years the monthly 
statements of income have attained 
greater importance than ever be- 
fore. Management wants them to 
be as good as the year-end financial 
statements and management is be- 
coming more and more intolerant 
of major unexpected year-end ad- 
justments. By making the factory 
cost accounts tie in with the general 
accounts, controls are established 
which reduce the occasion of error 
and provide better means of dis- 
closing inaccuracies before month- 
end statements are typed. 

Second, there is a trend toward 
a double standard in standard cost 
systems. In accounting for ma- 
terials, some companies use one 
cost standard for inventory valua- 
tion and another for reporting 
currently on budgetary or depart- 
mental costs; the latter being used 
to measure utilization of materials, 
scrap losses, or as a goal for the 
buyers in the purchasing depart- 
ment. In accounting for labor costs, 
some companies with wage incen- 





























Today’s Costing Methods and Their Objectives 7 





tive plans take the position that 
standards for wage incentive pur- 
poses do not have to be used for 
costing purposes. By using two 
standards, current reports on per- 
formance can compare actual cost 
with shop standards which have 
been realistically set according to 
the actual processes currently used 
in the shop and on the basis by 
which labor is currently paid. By 
using a separate set of cost stand- 
ards for inventory valuation and 
cost of sales purposes, month-end 
statements can be prepared more 
quickly and economically. Cost 
standards need be revised, possibly 
only once a year. These cost 
standards do not purport to repre- 
sent current shop standards; there- 
by eliminating the costly process of 
resetting standards and revaluing 
inventories during the year. How- 
ever, differences between the shop 
and the cost accounting standards 
are usually recognized and recorded 
as variances. 

Third, there is a trend toward 
the greater use of quantitative data 
in budget reports to operating 
supervision. It has been found that 
in many companies dollar amounts 
are not grasped by production men 
as easily as we accountants think. 
In order to make budgets more 
realistic and more workable, number 
of personnel, man-hours, units 
of production, machine-hours, 
kilowatt-hours, quantities of sup- 
plies, tons of scrap, etc., have been 
highlighted in budget reports. At 





the same time certain dollar com- 
parisons have been shown only in 
summary totals or else have been 
eliminated. 

Fourth, there is a trend away 
from the automatic calculation of 
flexible budgets based on inflexible 
charts and tables. Companies have 
found that they can put a budget 
program across to sales and produc- 
tion personnel much more readily 
if they demonstrate that the budget 
is realistic; that it makes allowances 
for unforeseen extraordinary ex- 
penditures or situations. Many 
companies adjust their budgets 
quarterly (even monthly) to keep 
them up to date in relation to 
business conditions. Separate 
studies and analysis of causes are 
made of variances from the long- 
term forecast. How to make a 
budget flexible is of lesser im- 
portance than the impression left 
on the operating executives that 
the budget is a realistic and at- 
tainable goal. 

Fifth, there is a greater emphasis 
on distribution costs. The direc- 
tion of sales distribution effort is 
the most important reason for dis- 
tribution cost analysis in that it 
provides marketing executives with 
necessary information for planning 
and controlling their distribution 
effort. Cost determination and cost 
control are also objectives of distri- 
bution cost analysis. 

It is an axiom that sales effort 
must relate to sales possibilities. 
“Controllership’” by Heckert and 














8 L. R. B. & M. Journal 





Willson treats this very well: 
“*.. .a number of business concerns 
that have achieved a reasonable 
degree of success in maintaining 
distribution costs at a satisfactory 
level in relationship to sales have 
used three basic tools: (1) Esti- 
mates of market potentials by 
territories, products, and types of 
customers, so that selling effort 
could be directed where the greatest 
sales potential lay, (2) Analysis of 
distribution costs to reveal the 
areas of unprofitability, in order to 
study the causes and take corrective 
action so as to make the selling 
effort profitable, and (3) Applica- 
tion of sales distribution cost stand- 
ards to measure the degree of 
efficiency with which distribution 
activity is being performed.” 

Standard cost plans have been 
applied in many of the larger 
companies to distribution costs. 
However, the smaller companies 
have the same problem; but very 
few of them have developed com- 
prehensive costing methods for dis- 
tribution: costs in the same way as 
they have for production costs. 
Many companies in this situation 
are presently investigating the ad- 
vantages of formal distribution cost 
systems over their present methods 
of dealing with distribution prob- 
lems. 


Personal Observations on Cost 
Accounting 

At this point I would like to add 

a few personal observations on cost 


accounting. I would like to ask, 
“Can your company afford the cost 
of cost accounting?” I do not in- 
tend, however, to include within the 
scope of this question the field of 
cost analysis, which can provide 
management with very valuable 
information, such as comparative 
costs of product lines, study of 
effects of volume and sales mix 
factors on profits, statistics relating 
to spoilage and material usage, 
manpower studies of requirements 
at various levels of productions, 
and periodic analyses of manu- 
facturing expenses. On the other 
hand, the whole area of cost book- 
keeping is questioned, especially 
the month-in and month-out calcu- 
lations of unit costs, multiplications 
by units produced, allocations and 
redistributions of overhead ex- 
penses and the preparation of 
innumerable journal entries adding 
to and deducting from inventory 
accounts. 

Whether or not certain cost ac- 
counting systems are distinguished 
by such titles as standard costs, 
actual costs, direct costs or job 
costs, nevertheless, many have their 
origin in the days of the model “*T.”’ 
The school of cost accounting of the 
nineteen twenties was tailor-made 
for the ‘“‘efficiency expert’? mind, 
especially when unemployment in 
the nation fluctuated in different 
years from two millicn to six or 
eight million. Reasonably adequate 
cost data could then be determined 
by dividing direct labor cost by a 
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given quantity of units produced 
because direct labor was truly a 
variable element of cost. When 
production periods were of short 
duration, direct labor employees 
were laid off. Today the picture 
is changed. In the last ten years 
or more, direct labor unemploy- 
ment has not fluctuated greatly. 
Business has been good, competent 
productive labor is scarce and hard 
to replace; and, furthermore, com- 
panies have found that it is much 
more efficient to produce on a year- 
round basis. In addition, such 
factors as union contracts, seniority 
provisions, and forms of guaranteed 
annual wage agreements have 
tended to make the direct labor 
force a semifixed cost (even a fixed 
cost in some instances) rather than 
a truly variable element of cost. 

In the years to come the produc- 
tion planning required for manu- 
facturing by automation (and the 
comparable kind of planning which 
nonautomation competitors will be 
forced into) will cause a fairly 
normal pattern of production and of 
employment levels to be maintained. 
Costs under these conditions can 
be analyzed best on a “total cost’’ 
basis, that is, by looking at the 
entire production and labor picture 
for a whole year or for a seasonal 
business period. Only after the 
total annual payrolls (direct and 
indirect), together with all supple- 
mental payroll costs (including 
taxes, insurance, pensions and other 
benefits), are analyzed, can true and 





proper cost of production relation- 
ships be established. 

There is an analogy between cost 
accounting and the grocery busi- 
ness. In the nineteen twenties a 
grocery store could afford to pay 
clerks to select and carry merchan- 
dise to customers waiting at the 
counter. Today the economics of 
the grocery business makes it ex- 
tremely difficult or practically im- 
possible for this kind of service 
store to survive. The present day 
salaries of the grocery clerks are a 
good reason for this. The super- 
market proved to be the only 
answer in the grocery business. The 
result—today, more goods are sold 
to more people at a much lower 
store cost per customer. 

To complete the analogy: Few 
companies can afford to pay the 
present-day salaries of cost account- 
ants and cost clerks required by 
certain cost bookkeeping methods. 
Periodic analysis of total costs will, 
I predict, prove to be the answer 
in the manufacturing industry. The 
result—more informative data will 
be provided to management at a 
much lower cost of cost accounting. 


THE SMALL BUSINESS AND 
CASH PROFITS 


The small business organization 
has essentially the same problems 
in management as the big com- 
panies, but the small company has 
two definite advantages. First, you 
can see it. With one good look, 
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you can see the sales and production ‘ 


picture; you can judge how healthy 
its financial position is and what 
its potentials are. Secondly, it is 
easier for the small businessman 
to see that it takes more than paper 
profits to operate a business—that 
it takes cash profits. Even a com- 
pany in a static position has the 
problem of replacing plant and 
equipment. In a growth situation 
the element of expansion is intro- 
duced with respect to the cash 
requirement of the company. For 
example, more cash is required to 
carry additional accounts receivable 
and larger inventories. The prob- 
lem of maintaining an adequate 
cash balance is often more difficult 
for small companies than for large 
ones, and this accents the smaller 
companies’ need for planning and 
cost control. 

There are three factors in the 
business picture of the last ten 
years since World War II which 
make cash position and cash profits 
so important. First, taxes are not 
only higher than ever before but 
they are, for practical purposes, 
approaching a pay-as-you-go basis. 
A few years ago federal corporation 
taxes could be paid in the following 
year in quarterly installments. This 
year all of the taxes for 1954 had 
to be paid by June 15, and two 
quarterly installments, equal to 
10% of 1955 taxes, will have been 
paid by December 15, 1955. By 
1959, 50% of taxes due will have to 
be paid by December 15. Secondly, 


salaries and wages present manage- 
ment with the weekly problem of 
cash. This becomes more and 
more acute as payrolls, plus the 
related costs of pensions, insurance, 
and payroll taxes, climb to a higher 
percentage of the sales income of 
most companies than ever before in 
their history. Finally, there is, in 
many companies, the phenomenon 
of profits in inventories resulting 
from a period of continuing rising 
market prices, when more and more 
dollars are tied up in inventory 
without corresponding increases in 
the quantities of stock on hand. 

When we speak of objectives we 
must recall that fundamentally the 
first objective of accounting is the 
determination of income. A few 
moments ago I spoke of cash profits 
and of net income after taxes. To 
trained accountants like yourselves 
there is no confusion in your minds 
with respect to these two concepts. 
Your professional training and years 
of experience enable you to grasp 
each one clearly; in one situation 
where net income is the deciding 
factor, or in another situation where 
cash or cashable profits are at issue. 
However, you undoubtedly recall 
an occasion when you were hard 
put to explain the difference be- 
tween these two figures to an ex- 
ecutive in your company, especially 
to a man who has come up through 
the ranks in sales, production, or 
engineering. 

If you have faced this problem 
you will be interested in the re- 
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maining part of this talk. It out- 
lines what I believe to be a new 
approach to reporting to manage- 
ment, and a valuable supplement 
to your present method of account- 
ing for month-to-month operations. 
I am presenting it now for two rea- 
sons: First, to solicit your criticism, 
especially if you do not believe that 
this idea has as much merit as I do. 
Secondly, to receive your sugges- 
tions and comments if you believe 
that it has a very definite appeal to 
management. I call this method 
“Reporting at the Point of De- 
cision.”” I submit that its principal 
attribute is that it speaks in the 
language of decision-making execu- 
tives, the men who run your busi- 
ness but who do not have your 
accounting background. 

We all recognize the advantages 
of and necessity for consistency in 
financial statements. Reporting at 
the Point of Decision in no way 
proposes to run counter to the 
accepted principles of accounting 
and statement presentation. The 
concept is, in a sense, statistical; 
it is intended to supplement con- 
ventional financial statements. 

The annual reports to stock- 
holders of many progressive com- 
panies frequently incorporate one 
of the principles underlying this 
approach to reporting. Their state- 
ments of income in many cases con- 
tain language like ‘““We paid to our 
employees” and “We paid for 
materials, supplies, and services” 
in place of the more conventional 


presentation of a single amount 
labeled ‘‘Cost of Sales.”” At one 
time only the condensed statement 
of income on page one of the report, 
or in the president’s letter, con- 
tained such language. It would 
make an interesting study to de- 
termine why this kind of language 
was addressed to the owners of the 
business, the stockholders, on the 
very first page of the report; and 
why, what may be described as 
accountant’s language, was used on 
the last page of the report on the 
statement of income adjacent to 
the C.P.A.’s certificate. 


REPORTING AT THE POINT OF 
DECISION 


Suppose for a moment that we 
were sitting at a conference table 
with the chief executive of your 
company and were reviewing the 
financial statements for the ten 
months ended October 31, 1955, 
and I said to him: “Mr. Smith, 
you incurred that loss in August 
when you signed the purchase 
orders for the materials, not when 
you read about it on the financial 
statements in November. Sales- 
men’s orders from customers in 
June and July were fifteen per 
cent below your sales forecast. 
When you failed to reduce expenses 
and eliminate overtime, you were 
in trouble. The excess inventory on 
hand at October 31 did not just 
happen when materials beyond your 
requirements were delivered and 
recorded in the inventory accounts 
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in October. The vendors were 
actually manufacturing your orders 
in August and September. 

“The point of decision was in 
August when you put the purchase 
orders in the mail box. You should 
have been informed in August or 
September of the effect of this 
decision on your income or loss for 
the year; you should not have had 
to wait until the following Novem- 
ber when the accountants prepared 
the financial statements for the ten 
months ended October 31.” 

If these hypothetical remarks 
point up a situation which has 
occurred many times in the past in 
large companies as well as small, 
then executives and accountants 
would be well advised to re-examine 
their approach to internal reports 
to management. 

I believe that these remarks 
apply also with respect to automa- 
tion in industry. 

Automation will not change the 
essentials of business; people and 
companies will continue to buy and 
sell, to make and ship goods; 
accountants will continue to report 
on the results of operations. But, 
automation will place an unusual 
degree of emphasis on planning. 
Decisions made by executives with 
regard to the sales program, pro- 
duction plans, material purchases, 
and manpower requirements will be 
much more important in that so 
many decisions will be irrevocable, 
so few reparable or reversible. 
Automation will be as intolerant of 


poor business decisions as aviation 
has been of human error or mal- 
functioning equipment. 

If so much depends on the de- 
cision and so few decisions once 
made can be changed, then we 
should provide for some means of 
reporting business transactions at 
the point of decision. Executives 
should be able to see the effect of 
their decisions at the time the de- 
cision is made; and should be able 
to anticipate, to the extent possible, 
the effect it will have on the financial 
statements. 

In the succeeding part of this 
talk I hope to stimulate discussion 
by presenting what I believe is a 
new approach to reporting to man- 
agement. You may ask if the same 
results cannot be accomplished by 
footnotes or explanatory paragraphs 
on the existing form of month-end 
financial reports. The answer is 
that if this approach is more in- 
formative to management, then that 
is a good argument for keeping the 
kind of subsidiary records necessary 
to present statements in a manner 
which is coincident with executive 
decision. Basically, this approach 
involves a shift in emphasis and 
timing; it does not change the sub- 
stance of accounting practice. 


Sales—Orders from Customers 


When one executive meets an- 
other for lunch and asks, “How’s 


business?”’ and the reply is ‘Fine, 
better than last year,” I dare say 
that in nine out of ten instances 
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their understanding of the term 
“business” is not shipments or even 
profits. A businessman invariably 
thinks of orders from customers as 
the true barometer of his business. 
In companies where today’s orders 
are next week’s or next month’s 
shipments, the point of decision is 
clear; it is the receipt and acknowl- 
edgment of a customer’s order; the 
actual shipment is, in a sense, 
anticlimactic. In a going concern 
an order is processed as a firm order 
as soon as it is acknowledged. 
Therefore, in Reporting at the 
Point of Decision, such transactions 
are accumulated daily. By so 
doing you are stating simply that 
your salesman or customer has sent 
you an order and therefore you 
have made a sale. 

In a number of companies, sav- 
ings in clerical cost have been 
realized by processing sales at the 
same time as customers’ orders. 
Companies which ship from stock 
or from inventories of finished goods 
or parts have found that the most 
efficient method of handling cus- 
tomers’ orders is to first check the 
availability of the merchandise, and 
then, if the goods are in stock, to 
type the invoice copies simul- 
taneously with the necessary ship- 
ping papers, sales orders copies, and 
acknowledgment to the customer. 
Other subsequent steps in the sales 
accounting and clerical routine can 
also be eliminated by a one-time 
handling of the transaction. Where 
electronic or integrated data pro- 


cessing systems are in operation, 
the coding and recording of the 
sales invoice at the same time the 
order is processed is also more effi- 
cient because of the one-time 
handling. 


Cosis 


The next logical step in Report- 
ing at the Point of Decision is to 
accumulate costs at the time mer- 
chandise or materials are purchased. 
Under this concept, sales orders are 
not thought of as being shipped 
“out of” inventory. If a company 
is ON a going concern basis every 
article or part shipped must be 
replaced in order to carry on the 
business. Only a company going 
out of business or one with exces- 
sive stocks on hand can say that 
it is shipping “‘out of” inventory. 
If we consider every purchase of 
material as a replacement of stock, 
then the cost of that purchase is 
the cost of the customers’ orders. 
We accumulated the amount of 
sales orders at the time customers’ 
orders were acknowledged; accord- 
ingly we should now accumulate 
cost at the time we issue purchase 
orders to make or replace what we 
sold. 

In the same manner, this concept 
can be applied to the labor element 
in cost inasmuch as labor is em- 
ployed to make or replace manu- 
factured goods sold on current 
orders. The total payroll paid to 
employees, therefore, whether direct 
labor, indirect or overhead labor, 
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should be accumulated currently 
and related to current sales orders 
received. The point of decision 
with respect to labor is the day 
management puts a man on the 
payroll. From that moment on 
the employer is incurring cost which 
should be recognized as a current 
cost of doing business. The only 
exception to this position should be 
if there is specific evidence to show 
that a part of the labor is producing 
inventory or stock which is in 
excess of the current year’s or 
season’s requirements but is re- 
quired for sales of the next year or 
the next business season. 

In order to match current income 
of a business with current costs 
according to the concept of Report- 
ing at the Point of Decision, the 
amount of incoming sales orders are 
related to the sum of the purchases 
made of merchandise, materials, 
supplies and services, plus the total 
payrolls paid or accruing to the 
employees necessary to carry on 
that business during any given 
period. 


Daily Reports to Decision-Making 
Executives 


Reporting at the Point of De- 
cision is intended to have three 
essential features: 1. Sufficient sup- 
plementary records are maintained 
so that reports can be made up in 
the way businessmen think; in the 
way they work, decide, and act. 
2. These records disclose the results 


of executive decisions as close as 
possible to the period in which the 
decisions are made, not after the 
fact. 3. Results are reported daily. 

A sample of the latter feature is 
the “TODAY” report, Exhibit A, 
which presents on one page twelve 
salient factors about the business. 
Just as election results can be fore- 
cast by tabulating early hour re- 
turns from representative districts 
and relating them to past perform- 
ances of these same districts, so 
also can business profits be esti- 
mated. Three things are necessary: 
First, study and establish the trends 
of orders received from customers, 
purchase orders mailed to vendors, 
and payrolls in the early months 
of prior periods in relation to final 
profits or losses from operations of 
those periods. Second, prepare a 
forecast of this year’s sales, pro- 
curement and manpower in terms 
of day-to-day operations and anti- 
cipated decisions. In other words, 
estimate how much of the cus- 
tomers’ orders can be anticipated 
in January, in February, and so on; 
how much in the first ten days of 
the month, and so on. Third, pre- 
pare daily a status report which 
shows how month-to-date figures 
compare with the proportionate 
share of the month’s forecast, and 
how the year-to-date actuals com- 
pare with the over-all forecast. 
Estimates of year-end profits or 
losses may be made by studying 
how early months’ results vary 
from those of prior years. 
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The key figures in the sample 
“TODAY” report are found on the 
line which shows by how much the 
orders received from customers ex- 
ceed the sum of purchase orders 
mailed plus payrolls to date. By 
analyzing the over and under fore- 
cast amounts in these categories, 
especially where adverse conditions 
are indicated, the decision-making 
executive can see the storm warn- 
ings on the barometer. The 
“TODAY” report is, therefore, a 
means of calling attention to these 
conditions which directly affect 
profits when the executive still has 
time to do something about them. 

Reporting at the Point of De- 


cision can become a very effective 
tool of management pbecause it 
highlights the three key elements 
of running a business; sales, pro- 
curement, payrolls. The “TODAY” 
report is a necessary link in the 
chain between actual decisions and 
month-end financial statements. It 
is timely; it can be prepared eco- 
nomically. With the application of 
electronic or integrated data pro- 
cessing equipment, the “TODAY” 
report could be tabulated for up- 
to-the-minute presentation on the 
office wall of the president of a 
nationwide multiplant corporation 
in the same way as the market 
prices are in a stockbroker’s office. 





The New Partners 


(Continued from page 3) 


He became a member of the New 
York Bar in 1934 and the Massa- 
chusetts Bar in 1947. 

Mr. Stuetzer has specialized in 
tax work since 1936, for a number 
of years in the legal field and in 
industry. He joined the staff of 
our Boston office in February, 1949 
and later became manager of the 
Tax Department. 

During World War II, he spent 
twenty months in the European 
Theatre, mostly as an Assistant 
Staff Judge Advocate of Seine Sec- 
tion, in Paris, becoming a Major in 
the Judge Advocate General’s Corp. 


Mr. Stuetzer is a C.P.A. (Massa- 
chusetts), a member of the Massa- 
chusetts Society of Public Account- 
ants and the American Institute 
of Accountants. He was chairman 
of the Tax Committee of the Massa- 
chusetts Society for three years. 
He has been chairman of the 
Federal Tax Liaison Committee of 


Massachusetts for three years, and 
has spoken and written extensively 
on tax subjects. 

For recreation he enjoys swim- 
ming, gardening and ice skating, 
which he shares with his wife and 
two daughters. 
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Reports to Management 


By ALFRED T. DENT 
(Chicago Office) 


In each business organization 
numerous reports flow periodically 
upward through the various organi- 
zation levels to the desks of man- 
agement. What of these reports? 
What is their purpose? What do 
they tell management? What should 
they tell management? 

Report preparation in most or- 
ganizations represents a substantial 
part of the clerical effort. In fact, 
one of the principal functions of an 
accounting department is that of 
keeping management advised, the 
reports being the end product of all 
the record keeping and data accu- 
mulation. The reports themselves 
are the means of communication be- 
tween the accounting department 
and the various levels of nranage- 
ment. The importance of these 
reports cannot be overemphasized. 
They keep management informed; 
they are a basis of action, either 
current or future; they are a means 
of control and they are a measure of 
performance. 


LEVELS OF MANAGEMENT AND 
REPORTS RECEIVED 


There are several levels of man- 
agement and each should receive 
reports covering its areas of re- 
sponsibility. The levels of manage- 
ment may vary between companies, 


but, in general, the following or- 
ganizational levels will be found: 


Top management, which will include the 
board of directors and top executive 
Officers. 

Middle management, which will include di- 
visional management, i.e., vice-presidents, 
plant managers, etc. 


Lower management, which will include the 
superintendents, department heads and 
foremen. 


In a typical reporting system the 
following reports are often found 
serving the various levels: 


Top management requires a condensed 
monthly financial review, which would 
include a commentary on over-all opera- 
tions, and a comparison of actual results 
with forecasted goals. Frequently a com- 
parison of results with other companies 
in the industry is desirable. Reports on 
return on investment, by plants or prod- 
uct lines, are also particularly important 
to top management. 


Middle management; plant and divisional 

managers need: 

Profit and budget comparisons applic- 
able to their areas of responsibility. 

Cost performance by departments and 
plants. 

Product costs. 

Return on investment by plants. 


Lower management: 
Superintendents and department heads 
need condensed reports on: 
Cost performance by foremen. 
Cost trends. 
Total departmental cost. 
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Factory cost by products. 

Expense control reports. 

Copies of all reports submitted to 
foremen. 

The foremen who directly control men, 
material and machinery need daily 
or weekly reports on: 

Direct labor. 

Indirect labor. 

Material usage. 

Machine hours (idle and productive). 
Production. 

Repairs and maintenance. 

Spoiled work. 


In general it can be said that the 
higher the level of management to 
which a report is directed the less 
detail should be shown. 

A study of the reports issued by 
twenty large companies indicated 
that (The Controller, Dec. 1951): 


80% of accounting reports are prepared for 
top management, officers and directors. 
33% of the reports go to department heads 

and division managers. 


10% of the reports go to foremen and section 
heads. 


50% of all the reports go to more than one 
level of authority. 


WHAT CONSTITUTES GOoD 
REPORTS? 


(1) Reports must be accurate and 
timely: A report is of no value if 
it reflects the facts too late. The 
accountant in rendering his reports 
must strive at being a news reporter, 
not just a historian. If decisions 
are based on the information shown 
in reports, they should be received 
by the person or persons responsible 
for making the decision as soon as 


possible after the event has 
occurred. 


(2) Reports must be clear and con- 
cise: The number of accounting 
figures which top executives are 
concerned with is usually very 
small. Executives today in all 
levels of management are swamped 
with reading materials having either 
direct or indirect relationship to 
their job. In light of this, the 
probability is that most accountants 
attempt to report too much rather 
than too little (NACA Feb. 1952). 

The National Association of Cost 
Accountants in their Research Series 
No. 28 stated that, “. . . the ex- 
ecutive who receives too much 
detail is not necessarily well 
informed, because he becomes con- 
fused by details and is unable to 
visualize the trends and broad 
aspects which are more important 
than individual items. Moreover, 
if the executive actually studies 
and analyzes the figures, valuable 
time is consumed at a task which 
can be delegated in a large part.” 


(3) The report should keep the reader 
in mind: Contents of reports should 
be understandable and presented in 
terms the reader will understand. 
Do not use highly technical lan- 
guage for nontechnical people. For 
example, the terms “black” or 
“debit” variance and “red” or 
“credit” variance mean little to 
nonaccounting people. However, 


if these variances are referred to as 
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“favorable” or ‘‘unfavorable”’ they 
then take on meaning for everyone. 


(4) Reports should be interpreted: 
Probably the biggest job of the con- 
troller or chief accountant is to 
interpret data and to discuss them 
with management. Reliance is 
placed upon the controller for 
screening out the important items 
and for bringing out the significance 
of the figures. This can be done by 
narrative comments. If a report 
requires the time of management 
for interpretation and research, the 
facts are not properly presented. 
This may also indicate that the 
facts are not properly understood 
within the accounting organization. 


When reports reveal adverse 
trends or conditions, the presenta- 
tion should be broadened to include 
explanations. 


We get an idea of what some 
companies are doing, in so far as 
report interpretation, from a study 
made of 268 large industrial firms 
(NACA May 1953). Note the 
large percentage of yes answers 
received to the following questions: 


Percent 
Replying 
Yes 
Do you interpret accounting reports 





SUGGESTIONS TO IMPROVE 
REPORTING 


Now from a practical viewpoint 
what are some suggestions we might 
make to clients to improve their 
reporting methods? 


(1) The accounting manual, if 
one exists, might include instruc- 
tions on report preparation. 


(2) A calendar and distribution 
list should be established to insure 
that reports get out on time and to 
the right executive. 


(3) Every effort should be made 
to make sure that reports are simple 
and that not too many facts are 
presented at one time. Manage- 
ment does not want to concern itself 
with matters which are routine and 
altogether in line. Reporting by 
exception is more desirable. When- 
ever possible summaries or resumés 
should precede reports and spot- 
light important variations. 


(4) Pennies should be eliminated 
whenever possible and in reports 
dealing with large figures it is 
preferable to present the amounts 
in thousands. 


(5) Line and staff executives 
should be polled or questioned to 
determine exactly what type of 
facts each of them needs and how 
often. 

(6) Some system should be estab- 
lished to insure that reports are 
used. Reports once started have a 
habit of perpetuating themselves, 
unless re-examined periodically in 
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the light of their usefulness. Several 
years ago a number of large com- 
panies were polled as to what 
methods they employed to insure 
that reports were used. The replies 
were as follows (NACA May 1953): 


18% replied they periodically reviewed the 
reports with persons of authority. 

17% replied they intentionally neglected to 
send out particular reports to see if they 
were missed. 


There was apparently a large per- 
centage of companies that made 
no review whatsoever. A few com- 
panies replied that occasionally an 
intentionally obvious error was 
made to see how thoroughly in- 
formation was read. This, however, 
can be a dangerous practice. The 
reader of such a report may be 
under pressure at the time the 
report is read and the “obvious” 
error not noticed. If a bad decision 
was made as the result of the 
obvious error somebody would be 
on the spot—most likely the con- 
troller. 


(7) Several large companies make 
good use of “‘flash reports.”” That is, 
they get operating results to man- 
agement before the formal reports 
are issued by using “quickie” or 
“preliminary” reports. One com- 
pany issues “flash reports” on the 
fifth day of the month and follows 
with the final reports on the 12th 
or 13th day. Their “flash reports” 
include (NACA Jan. 1950): 


Condensed consolidated profit and loss by 
divisions. 


Condensed consolidated profit and loss by 
plants. 

Statement of variation in net profit from 
prior month. 

Comparative schedule of material usage 
and yield. 

Profit summary this year and last. 


Another company, with seven 
operating divisions and eighteen 
domestic plants, also issues a pre- 
liminary financial report on the 
fifth of each month. A two-page 
report is issued to the executive and 
finance committees and to the 
general manager of each operating 
division. The report shows net 
sales and net profit of each division 
and subsidiary for month and year 
to date compared with budget and 
with prior periods. Also shown is 
the per cent return on investment 
and the earnings per share (A.M.A., 
F.M.S. 103). 

Short cuts and estimates should 
be used whenever possible. It is far 
better to report something is hap- 
pening than to report in fine detail 
three weeks later that it has 
happened. 


(8) Recopying of accounting in- 
formation should be reduced to a 
minimum. Recent trends in report 
preparation place more importance 
on content than on style or presen- 
tation. As a result, reports to 
lower management are prepared in 
pencil form or some variation of 
this, requiring no further work 
of recopying. 


(9) The use of charts and graphs 
in reporting is important and in 
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many instances a more desirable 
method of presentation than mere 
figures. Charts and graphs, if 
properly presented, will conserve 
the executive’s time in understand- 
ing cost data and financial facts, 
as well as more readily reflect the 
changes and trends which are de- 
veloping. It is possible to show a 
much clearer picture of the inter- 
relationship between factors of sales, 
income, and costs by the use of a 
chart than with a series of figures 
alone (A.M.A., F.M.S. 103). 
Graphic presentations may disclose 
relationships which might otherwise 
remain hidden. Also, graphic signals 
reflected by the comparison and 
control lines may be helpful in 
revealing significant situations 
which require managerial attention. 

In presenting accounting infor- 
mation to a group, a chart or graph 
seems to be the ideal method. 
Where charts are used for -regular 
or periodic meetings to review oper- 
ating results, the same chart can be 
used in successive meetings merely 
by adding the latest figures. 

One of the large chemical com- 
panies has developed an excellent 
reporting coverage through the use 
of charts. Each of the three levels 
of management has its own chart 
series. Each series covers the sphere 
of responsibility of that particular 
group (A.M.A., F.M.S. 103). 

In an effort to improve reporting 
the following questions might be 
asked as a means of testing the 
effectiveness of reports in use: 


Could you take the proper managerial action 
based upon the facts presented in the 
report without further investigation? 

Was operational know-how used in prepar- 
ing the report? 

How long has it been since the report was 
revised or the frequency of preparation 
changed? 

Are reports which are now submitted to 
management actually serving manage- 
ment? 

Does the report clearly and simply show that 
a condition is remaining static or is a trend 
developing? If a trend is developing: 
(a) Does the report show the extent of 

the trend? 


(b) Are the factors causing the trend 
apparent and included in a sum- 
mary of the situation? 


(c) Will the report direct management 
action into the areas which require 
correction? 


EXPEDITING THE ISSUANCE OF 
REPORTS 


Now, what can be done about 
speeding up the issuance of reports? 
Obviously, if there are delays in 
closing the books there are going 
to be delays in getting out reports. 
Whatever the reasons might be there 
is little doubt that many of the 
delays could be eliminated. 

All of us have had experience with 
companies who finally get around 
to closing their books four to six 
weeks after the accounting period 
has ended. To a great extent this 
is a case for proper organization and 
planning, with considerable em- 
phasis on the scheduling of closing 
operations. It has been said that 
90% of the usual closing work can 
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be completed before the month end, 
if properly organized. 


To illustrate, a few years ago a 
company undertook to speed up 
monthly closing with the result that 
the closing time was reduced from 
fifteen days to six and a half days. 
Here are some of the bottlenecks 
which were found to be causing the 
delays and the corrective action 
that was taken (NACA Oct. 1948): 


(1) Manufacturing departments not being 
accounting minded were content to let 
accounting details slide in preparing 
month-end accumulation reports. To 
correct this a system was initiated 
whereby monthly letters were written 
to each foreman (written by the cost 
accountant and signed by the produc- 
tion vice-president) giving the exact 
date and hour to submit specific in- 
formation. 


(2) Undue delays were caused by searching 
for small differences in the cost or ex- 
pense distribution sections. Now the 
books are closed first, and these small 
errors are located and corrected in the 
subsequent month. Errors are not for- 
gotten. 


(3) Journals and worksheets for repetitive 
entries are now set up during the slack 
times, in the middle of the month. In 
many companies entries of this type 
will account for 95% of all journals and 
worksheets. 


(4) It was the practice to keep the accounts 
payable records open long after the 
month-end. Upon investigation it was 
found that most items received after 
the month-end were minor in amount. 
Now the voucher register is cut off at 
the end of the month; the invoice 
register is examined and any important 
items not received are accrued. 


(5) Sales records were being balanced at 
the month-end. Errors occurring in the 
balancing process caused a loss of valu- 
able time. Now sales details and dis- 
tribution records are balanced with the 
control account on the 25th of the 
month. The last five or six days are 
balanced at the time of final closing. 


Another company, with annual 
sales of $100,000,000, has effected 
an early closing by means of the 
following work arrangements 
(NACA Jan. 1950): 


(1) Astandard set of accruing entries is pre- 
pared and entered on the books before 
the 25th of each month. These include 
such known items as depreciation, in- 
surance, amortization, provision for 
advertising expense, group insurance, 
bond interest, etc. 

(2) Work has been arranged so that inven- 
tory and production reports are sent to 
the accounting department on the first 
day of each month. 

(3) Statements are made up on pre-pre- 


pared forms with prior figures already 
entered. 


This company was able to speed 
up closing time to the extent that 
the following time schedule has 
been achieved: 


First day of month; enter all remaining 
transactions of the previous month not 
yet on books. 

Evening of first day; take trial balance. 

Second day; prepare and post all closing 
entries. 

Third day; extend trial balance and prepare 
“flash report.” 

Third evening; prepare all subsidiary and 
division statements. 


Fourth day; consolidate all statements. 
(Continued on page 30) 
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Editorials 


Additional Prizes for Articles 


The Firm announces that, begin- 
ning with the year 1956, it will offer 
prizes for the two best articles dur- 
ing the year written by members of 
the staff and appearing in the 
N.A.C.A. Bulletin, official publica- 
tion of the National Association of 
Cost Accountants. The amounts of 
the prizes are: First Prize, $1,000; 
Second Prize, $500. These prizes 
are in addition to those of similar 
amounts offered for articles by 
staff members published in this 
Journal and in The Journal of 
Accountancy. 


Staff Training Schools 


The Staff Training School in the 
New York office has completed an- 
other successful year under the 
direction of Mr. Philip Defliese. 
The general pattern and curriculum 
have been developed over a number 
of years, and are designed for the 
group annually selected for our staff 
from graduates of the accounting 


schools of many of the principal 
universities. The group attends 
full day-time classes for six weeks 
in late summer or early fall, and an 
advanced course for three weeks in 
the following spring. In addition, 
ten night sessions are devoted to 
corporate income taxes in the fall 
and the same number in the spring. 
Mr. Defliese is assisted by Messrs. 
Charles Martin and Robert Preston, 
Jr., and a number of staff super- 
visors lecture on special subjects. 

The subjects covered in the first 
course emphasize auditing practice 
and working paper preparations, 
while the second or spring course 
includes report and tax return 
preparation as well as a review of 
auditing procedures in the light of 
the past season’s experience. 

The firm believes the Training 
School has added greatly to the de- 
velopment of younger staff mem- 
bers and to their potential ability 
to serve our clients. Similar Staff 
Training Schools are a regular part 
of the activities of a number of the 
other offices of the Firm. 
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Notes 


Boston Office 


The Boston office is represented 
in the year’s activities of the Massa- 
chusetts Society of Certified Public 
Accountants as follows: 

Mr. WALKER, Vice President, Committee on 
Education; Chairman, Committee on 
Meetings 

Mr. Harvey, Committee on Ethics 

Mr. HuNTER, Committee on History 

Mr. JAMES K. SANBORN, Committee on 
Membership 

Mrs. RutH M. WELTON, Chairman, History 
Committee 

Massachusetts C.P.A. certificates 
have been received by Méessrs. 
Wallace J. Burgess, Alvin H. Carley 
and Melvin A. Dyson. 

Mr. Francis E. Moore was the 
coordinator of an eight-session 
“Seminar in Practical Management 
for Small Retailers” sponsored by 
the Retail Trade Board of the 
Greater Boston Chamber of Com- 
merce, the Small Business Adminis- 
tration, and Boston University 
during the fall months. 

Messrs. K. B. Murray, E. W. L. 
Page and J. B. Fyffe led discussion 
groups at the New England Gradu- 
ate Accounting Study Conference 
held September 7 to 9 at Colby 
College, Waterville, Maine. 


Chicago Office 


Mr. Burke has been elected a 
director of the Illinois Society of 
Certified Public Accountants for a 


2-year term. He is also Chairman of 
the Society’s Committee on Tech- 
nical Meetings, and a member of 
the Committee on Cooperation with 
Bankers and the General Meetings 
Committee. 

Others serving on the State So- 
ciety Committees are as follows: 


Mr. STauB, Auditing Procedure and Ac- 
counting Principles 
Mr. J. O. PHELPS, Taxation 
Mr. J. E. TANSILL, New Members 
Mr. Cart W. Lvu7z, Legislation (Vice Chair- 
man) on Unauthorized Practice of Ac- 
counting 
Mr. J. E. Tansill spoke at the 
2nd Annual Tax and Accounting 
Seminar of the University of Iowa 
on October 6, 1955 on the subject: 
“Current Status of the 1954 Code 
Changes.” 


Cincinnati Office 


Mr. Dennis was elected President 
of the Ohio Society of Certified 
Public Accountants at the annual 
meeting held in Cleveland, Ohio, 
in September. 

Mr. Waterfield has been appointed 
Chairman of the Law Enforcement 
and Ethics Committee of the Ohio 
Society. Mr. Abner J. Starr is a 
member of the Constitution Com- 
mittee and Mr. Robert W. Davis 
is a member of the Public Relations 
Committee of the Ohio Society. 

Mr. Davis was elected a Director 
of the Cincinnati Chapter of the 
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Ohio Society of C.P.A.’s, at the 
annual meeting held in June. The 
following appointments have been 
made to committees of the local 
Chapter for the ensuing year: 
Mr. Dennis, Chairman, Cooperation 
with City Treasurer on Cincinnati 
Earnings Tax; Mr. Eugene F. 
Warren, Chairman, Attendance 
Committee; Mr. Starr, Chairman, 
Constitution Committee; and Mr. 
Paul M. Whitman, member of the 
Program Committee. 

Mr. Robert Kanter has been 
awarded his Ohio C.P.A. Certifi- 
cate on the basis of the May, 1955, 
examination. 

Mr. Daniel R. Hubler was elected 
to membership in the A. I. A. 

Mr. Waterfield is an Associate 
Chairman of the Cincinnati and 
Hamilton County United Appeals 
Drive. 


Mr. Abner J. Starr presented a 
talk on Amateur Radio to the 
Cincinnati Lions Club and the Cin- 
cinnati Association of Credit Men. 

Miss Nettie Snyder, a member of 
the Cincinnati office staff since 1929 
retired August 31. Miss Snyder is 
making her home with a sister in 
Los Angeles. 

On November 22, 1955, Mr. 
Dennis was the speaker at ‘‘Bosses’ 
Night,” a gathering of Cincinnati 
Chapter American Society of Wom- 
en Accountants. Members of the 
press and public relations personnel 
of allied fields were guests, as well 
as bosses of members. 


On December 16, Mr. Dennis 
spoke on “Opportunities in Public 
Accounting’”’ at the meeting of the 
Columbus Chapter at which the 
members of Beta Alpha Psi of 
Ohio State University were the 
honored guests. 

Mr. Dennis, as President of the 
Ohio Society of C.P.A.’s, inaugu- 
rated the procedure of visitations 
to the seven local chapters by the 
officers of the State Society. Special 
meetings were held with Chapter 
officers, directors and committee 
chairmen and in three instances the 
State officers were able to attend 
regular meetings of the Chapters. 
These meetings appear to have been 
of real benefit and will probably 
become a regular procedure. 


Cleveland Office 


Members of the Cleveland office 
are serving the Cleveland Chapters 
of the Ohio Society of C.P.A.’s and 
the National Association of Cost 
Accountants as follows: 


OHIO SOCIETY: 

Director, George B. Talmage 
Ethics Committee, Mr. Noell (Chairman) 
Meetings Committee, James L. Wamsley 
Public Relations Committee, 

Robert W. Homan 
Publicity Committee, Alfred W. Lindstrom 
State Taxation Committee, 

James P. Colleran 


N. A. C. A.: 


Associate Director of Publicity, 
Alfred W. Lindstrom 

Associate Director of Special Activities, 
George B. Talmage 
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Mr. Noell has been reappointed 
as a member of the Committee on 
National Defense of the American 
Institute of Accountants. 

In October Mr. G. B. Talmage 
acted as Discussion Leader for the 
study group of the Cleveland 
Chapter of the American Society 
of Women Accountants. 

Mr. J. P. Colleran was one of 
three panel members who addressed 
the Tax Club of Cleveland on 
November 21, 1955. His subject 
was the proposed Regulations re- 
lating to compensation for injury 
and sickness and related wage with- 
holding provisions. 

Mr. Charles E. Turley has re- 
ceived his Ohio C.P.A. certificate. 


Los Angeles Office 


Mr. Warner has been nominated 
to serve as member of council of 
the American Institute of Account- 
ants and is serving on several 
committees of the California Society 
of Certified Public Accountants. 

Mr. Bowles addressed an 
N.A.C.A. luncheon group September 
16, on the topic “‘Accounting Data 
Used to Control Inventories” and 
the Long Beach Chapter of the 
California Society of Certified Pub- 
lic Accountants on October 12 on 
the topic ‘Better Financial State- 
ments.” 

Mr. J. J. Hyde addressed a class 
of business administration students 
at Los Angeles City College on 


November 17, on the topic ‘“‘What 
Accounting Does For Management.” 

Mr. Warner was active in the or- 
ganization and program presenta- 
tion of the annual Bankers Seminar 
sponsored jointly by the California 
Society of Certified Public Account- 
ants and the Robert Morris Asso- 
ciates, held at the University of 
Southern California in November. 

Mr. Bowles addressed the San 
Gabriel Valley and ‘the San 
Fernando Valley luncheon groups 
of the National Association of Cost 
Accountants on the topic ‘Doing 
A Better Accounting Job,” on 
December 22 and 15, respectively. 


Louisville Office 


Committee appointments made 
by the president of the Kentucky 
Society of Certified Public Account- 
ants for the year 1955-56: 


Louis S. SoRBO, Education (Chairman), 
Federal Taxation 

CuRTIS J. FRENCH, Accounting and Audit- 
ing; Public Relations and Publicity 

WILLIAM R. HINDMAN, Cooperation with 
Rural Bankers 

J. MARTIN CONDER, Library 


Mr. Louis Sorbo spoke on “‘Repeal 
of Sections 452 and 462 of the 
Internal Revenue Code” and par- 
ticipated in a tax panel at the 
Kentucky Accounting Institute, 
held by the Kentucky Society of 
Certified Public Accountants at the 
University of Kentucky, Lexington, 
Kentucky, on November 18, 1955. 
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Mr. Frank G. Overton has re- 
ceived his Kentucky C.P.A. certi- 
ficate and has been admitted to 
membership in the Kentucky So- 
ciety of Certified Public Account- 
ants. 


Pittsburgh Office 


Mr. Marsh was appointed a 
member of the N.A.C.A. National 
Committee on Finance and Budget. 


Philadelphia Office 


Mr. Mahon spoke on “Current 
Problems Affecting Methods of Ac- 
counting Under the 1954 Code” at 
the Alabama Federal Tax Clinic. 


New York Office 


Mr. Richardson spoke on Stock- 
holder Relations—Dividends and 
Stock Reacquisitions, at the Tax 
Conference for Business Executives 
held in New York October 31- 
November 1, 1955, sponsored by 
the American Institute of Account- 
ants in cooperation with the New 
York State Society of C.P.A.’s. 

Mr. G. R. Byrne spoke on the 
Internal Auditor and Internal Con- 
trol at the annual conference of the 
Evansville Chapter, N.A.C.A. on 
December 2, 1955. 

The following men successfully 
completed the May, 1955 C.P.A. 
examinations: 


Ackerman, Gerald W. 
Forcheskie, Carl S. 
Mitchell, William A. (N. J.) 
Yost, Donald H. 


Rockford Office 


Mr. Edward Mezner and Mr. 
Louis J. Schaumburg served as 
discussion leaders at meetings of 
the Northern Chapter, Illinois So- 
ciety of Certified Public Account- 
ants. Mr. Mezner’s subject was 
“Internal Control” at the Septem- 
ber 29 meeting. Mr. Schaumburg’s 
subject was “Special Problems in 
Verification of Inventories and Re- 
ceivables” at the October 27 meet- 
ing. 

Mr. Mezner is also serving as a 
discussion leader for a first-year 
Great Books Course in Rockford, 
conducted as part of the program 
of the Great Books Foundation. 

Mr. Myers is serving as a member 
of the Admissions Committee of 
the Illinois Society of Certified 
Public Accountants for 1955-56. 

Mr. Tinkham has been appointed 
as a member of the Social Security 
Committee of the Illinois State 
Chamber of Commerce for the 
1955-56 year. 


St. Louis Office 


It is with deep sorrow that we 
report the sudden death of Russell 
B. Woolley on December 13, 1955. 
Mr. Woolley was born in 1895 in 
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Arcola, Illinois. He attended the 
public schools in Champaign, Illinois, 
and obtained his accounting educa- 
tion at the University of Illinois 
College of Commerce and Business 
Administration, where he later 
taught accounting. He became a 
Second Lieutenant in World War I, 
serving as a pilot. After the war, 
he was assigned to a group, as a 
pilot, to sell Liberty Bonds. In 
1925, he became associated with 
L.R.B. & M., Chicago, and in 1938 
was transferred to the St. Louis 
office. He was well known among 
our clients and other accountants 
in this area. He was active in 
scouting, P.T.A. work and the pro- 
motion of boy’s athletics, in par- 
ticular the Khoury League. 

Mr. Woolley was a Certified 
Public Accountant in Missouri, a 
member of the Missouri Society of 
Certified Public Accountants and 
the American Institute of Account- 
ants. 

He is survived by his widow, 
three sons and one sister to whom 
we extend our deepest sympathy. 


Mr. Snowden is serving on the 
Membership Committee of the Mis- 
souri Society of Certified Public 
Accountants. 

Mr. Kermit M. Pennington has 
been elected to a three-year term 
as member of Council of the 
Missouri Society of Certified Public 
Accountants. He is also a member 
of the Nominating Committee for 





the State Society and the St. Louis 
Chapter. 

Mr. Clinton W. Joerding passed 
the May C.P.A. examination and 
has received his certificate from the 
Missouri State Board of Account- 
ancy. 


San Francisco Office 


Mr. Lambert Spronck spoke at 
the N.A.C.A. Regional Cost Con- 
ference held in San Francisco on 
December 2 and 3, 1955. He 
covered the current day methods of 
job, process, standard and direct 
cost systems and dealt with con- 
siderations governing selection 
among these methods. 


Washington Office 


Mr. Leonard Raum spoke at the 
Tenth Annual Conference of the 
Tax Executives Institute at Green- 
brier on ‘“The Sick Pay Provisions 
of the 1954 Code.” He also spoke 
at the New England Chapter of 
the Tax Executives Institute on the 
same subject; and at the 6th Annual 
Institute on Taxation, sponsored by 
Marquette University, his subject 
was “Treasury Department Rul- 
ings, Letters of Determination and 
Closing Agreements; How to Obtain 
Them and Effectiveness.” 


* * * * * 


The following members of the 
firm and staff are participating in 
the 1955-1956 activities of the 
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American Institute of Accountants 
as indicated: 


Mr. AIKEN, Credentials Committee 


Mr. ANKERS, Chairman, Membership Policy 
Committee 


Mr. BOWLES, Membership Committee 

Mr. BURKE, Membership Committee 

Mr. CASE, Committee on Auditing Pro- 
cedure 

Mr. HEwitTt, Chairman, Committee on By- 
Laws 

Mr. Huss, Coordination of Activities 

Mr. LENHART, Committee on Foreign Af- 
fairs 

Mr. JENNINGS, Member of Council; Chair- 
man, Committee on Budget & Finance; 
Executive Committee 


Mr. KNOLL, Committee on Accountant’s 
Liability and Liability Insurance 

Mr. NOELL, Committee on National De- 
fense 

Mr. PERRY, Member of Council 

MR. RUSSELL, Advisory Committee on Pro- 
fessional Ethics; Committee on Re- 
lations with S. E. C. 

Mr. RICHARDSON, Member of Council; Sub- 
committee on current tax legislation 

MR. SCHAFFER, Member of Council; Com- 
mittee on Relations with Bar 

Mk. SINCLAIR, Chairman, A. I. A. Insurance 
Trust Committee 

Mr. W. R. StauB, Accounting Procedure 
Committee 

Mr. WARNER, Member of Council. 





Reports to Management 


(Continued from page 22) 


Briefly, here are some other 
suggestions which will accelerate 
the bookkeeping and speed up 
month-end closings: 


(1) Use standard journal entries. 


(2) Have all forms for summaries, calcula- 
tions, entries and reports made in ad- 
vance. 


(3) Keep current summaries posted, footed 
and balanced to date at all times. 


Base interdepartment distributions on 
predetermined standards. 


Avoid extended work sequences, let 
work proceed concurrently. 


(6) Divide work among available personnel. 
Each person in the accounting depart- 
ment should be thoroughly trained in a 
great many of the tasks to be per- 
formed, so that as each person finishes 
one job he or she can turn to another. 


(7) Select suitable closing dates and set upa 
timetable for each accounting function. 


Basically, the matter of speeding 
up reports and monthly closings is 
a problem of organization. When 
the work schedules have been 
properly organized, the reports will 
be submitted earlier and will be of 
greater value to management. 
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